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FY 19 9 8-9 9  GENERAL FUND

Revenues - $21,346,852
Prope rty Tax  41.8%

    Adm inistrative  6.0%

   Sales  Tax 14.0%
     M iscellaneous 8.7%

       Ch arge s  for Se rvice s  6.7%     Licens e s  and Pe rm its 2.0%

Inte rgovernm ental 20.8%

W h ere th e  Money Com es From

Expenditures - $21,346,852
    Education  0.2%

Gene ral Governm ent  20.0%

M ass Transit  0.7%

   Environm ental Protection 7.9%    Public Safety  36.4%

        Debt Se rvice  3.7%

         Culture  &  R ecreation  10.3%

        Com m unity &  Econom ic Developm ent 4.5%
Transportation  16.3%

W h ere th e  Money Goes To

Include s  Ge ne ral Fund and Ge ne ral Fund Capital R e s e rve  Fund Le s s  Inte rfund Transfe rs
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 CITY OF SALISBURY, NORTH  CAR O LINA
BUDGET SUM M ARY

For th e Year Ending June 30, 19 9 9

General/Special Revenue Funds Ente rprise  Funds
General General Fund Entitlem ent W ater/Sew e r
Fund Capital Reserve Fund W ater/Sew e r Capital Reserve Transit Total

Estim ated Fund Balance/
Retained Earnings 6/30/98 4,000,000$      620,000$         -$                   23,400,000$    345,000$         (1,19 0,449 )$     27,174,551$   

Budgeted Revenues &  Oth e r Financing Sources:
Taxes 11,892,079$    -$                   -$                   -$                   -$                   -$                   11,892,079$   
Licenses and Perm its 438,504          -                    -                    -                    -                    -                    438,504         
Intergovernm ental 4,435,957        -                    410,000          -                    -                    19 2,476          5,038,433      
Ch arges  for Services 1,434,79 1        -                    -                    13,114,033      15,000            86,9 00            14,650,724     
M iscellaneous 1,542,425        28,09 1            125,950          59 2,79 9          -                    10,200            2,29 9 ,465      
Adm inistrative 1,29 9 ,875        -                    -                    -                    -                    -                    1,29 9 ,875      
Transfe rs  From  Oth e r Funds -                    9 06,880          -                    -                    245,9 20          160,282          1,313,082      

Total Available Re sources 21,043,631$    9 34,971$         535,950$         13,706,832$    260,9 20$         449 ,858$         36,9 32,162$   

Expenditures:
Gene ral Governm ent 4,101,29 3$      173,901$         -$                   -$                   -$                   -$                   4,275,19 4$     
Public Safety 7,606,428        169,400          -                    -                    -                    -                    7,775,828      
Transportation 3,019 ,852        450,400          -                    -                    -                    -                    3,470,252      
Environm ental Protection 1,495,205        19 1,800          -                    -                    -                    -                    1,687,005      
Culture and Recreation 1,9 80,433        210,000          -                    -                    -                    -                    2,190,433      
Com m unity &  Econom ic
  Developm e nt 9 47,454          14,600            535,950          -                    -                    -                    1,498,004      
Education 42,342            -                    -                    -                    -                    -                    42,342           
W ater &  Sew e r -                    -                    -                    9 ,89 7,113        246,300          -                    10,143,413     
Mass Transit -                    -                    -                    -                    -                    449 ,858          449 ,858         
Debt Service:

Principal 533,126          -                    -                    1,884,305        -                    -                    2,417,431      
Intere st 250,336          -                    -                    1,679,494        -                    -                    1,9 29 ,830      

Transfe rs  to oth e r funds 1,067,162        -                    -                    245,9 20          -                    -                    1,313,082      
Total Expenditures 21,043,631$    1,210,101$      535,950$         13,706,832$    246,300$         449 ,858$         37,192,672$   

Budgeted Increase (Decrease)
  in Fund Balance -$                   (275,130)$        -$                   -$                   14,620$          -$                   (260,510)$      

Full Accrual Adjustm e nts :      1

Budgeted Capital Outlay -                    -                    -                    759,000          246,300          (16,9 74)           9 88,326         
Budgeted Contributed Capital -                    -                    -                    -                    -                    16,9 74            16,9 74           
Budgted Debt Principal -                    -                    -                    1,685,506        -                    -                    1,685,506      
Estim ated Depreciation -                    -                    -                    (1,830,000)       -                    (87,000)           (1,9 17,000)     

Estim ated Fund Balance/
Retained Earnings 6/30/9 9 4,000,000$      344,870$         -$                   24,014,506$    605,9 20$         (1,277,449 )$     27,687,847$   

1 See explanation on page 2-4

As of June 30, 19 9 8, th e  City estim ate s  an unde s ignated and unre s e rved General Fund balance of $2,200,000.
Th is balance is  10.2% of th e General Fund operating budget, w h ich  is  in exce s s  of th e  10% re quired by th e
City’s Re s e rve Policy as  explained on page 2-4 of th is docum ent.

Th e deficit fund balance in M as s  Trans it is due  to th e  City not funding depreciation.  M as s  Trans it is  funded
on a cas h  bas is  instead of full accrual.
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In FY19 9 7-9 8, fund balance for General Fund decreased due  to capital projects  carryforw ards.  As sh ow n in
s ection 4 of th e  Budget O rdinance on page 13-3, unearned portions  of contracts  at th e  end of a fiscal year w ill
be added to th e  applicable appropriation in th e  follow ing fiscal year.  Th is  appropriation reduce s  fund balance.

SUM M ARY OF INTERFUND TRANSFERS
For th e Year Ending June 30, 19 9 9

TO

Gene ral Fund W ater &  Sew e r
  FUND Capital Re s e rve Capital Re s e rve Trans it TOTAL OUT

  Gene ral 9 06,880$            -                    160,282$          1,067,162$        

  W ate r &  Se w e r   -                    245,9 20$            -                    245,9 20            

  TOTAL IN 9 06,880$          245,9 20$          160,282$          1,313,082$        

F
R
O
M

GENERAL FUND REVENUE STRUCTURE

Th e City's General Fund h as  five m ajor source s  of revenue s : taxe s , licens e s  and perm its , intergovernm ental
revenue, ch arge s  for s e rvice s , adm inistrative revenue, and m iscellaneous  revenue.  Taxe s  are  com posed of
property, sales , and dog taxe s .  Licens e s  and perm its  are  com posed of privilege licens e s  and cable televis ion
franch is e  fe e s .  Intergovernm ental revenue s  are  com posed of grants , state-s h ared revenue s , and
re im burs em ents .  Ch arge s  for s e rvice s  are  com posed of us er fe e s  and re im bursed ch arge s .  Adm inistrative
revenue repre s ents  th e  W ater and Sew er Fund contribution to th e  operations  of th e General Fund.
M iscellaneous  revenue s  are  com posed of intere st revenue, sales , and revenue s  not allocated elsew h ere .

It w ould appear th at w ith  th e s e  various  revenue source s , th e  generation of revenue to m e et s e rvice  level
expenditure  re quirem ents  w ould be a s im ple tas k .  Th is , h ow ever, is  not th e  cas e .

R evenue s  available to finance our local governm ent can be ch aracterized as  e ith er "elastic" or "inelastic."
Elastic revenue s  are  h igh ly re spons ive to ch ange s  in th e  econom ic bas e  and inflation.  As th e  econom ic bas e
expands  or inflation goe s  up, elastic revenue s  ris e  in rough ly proportional or greater am ounts .  Lik ew is e , th ey
go dow n during tim e s  of deflation and rece s s ion.  For exam ple, sales  tax revenue, th ough  th e  tax rate rem ains
th e  sam e , increase s  during better econom ic periods due  to th e  increas e  in retail business and declines during
poor tim e s .  Yields from  inelastic revenue source s , such  as  us er fe e s  and ch arge s , are  som ew h at unre spons ive
to ch ange s  in econom ic conditions  and re quire  th at governm ent officials ch ange fe e s  and ch arge s  to obtain a
ch ange in revenue.

M ost City revenue source s  are  inelastic.  Tw o of th e  few  rem aining elastic revenue s  th e  City h as  are  sales  tax
revenue and privilege licens e s .

Fund Balance-General Fund/Capital Reserve
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Several revenue types such  as  Pow ell Bill, intangibles  taxe s , sales  taxe s , and 80% retailers ' and w h olesalers '
inventory re im burs em ent are distributed w ith in Row an County based on e ith er population or tax levy.  As
Row an County h as  raised th e ir tax levy over th e  past s everal years , our percentage of th os e  revenues based on
tax levy h as decreased.  Additionally, increased population in Row an County and oth er County m unicipalitie s
h as decreased Salisbury's  s h are  of th os e  revenues based on populations .  W ith out th e  annexations  or oth er
m ajor grow th  w ith in th e  City lim its , th e  City w ill continue to rece ive a sm aller s h are  of th e  total revenue pool
each  year.

City revenue s  also face anoth er lim itation; th e  State tam pering w ith  state-s h ared revenue s  and re im burs em ents .
During th e  past s even years , th e  State h as  elim inated property tax on retail, w h olesale, and m anufacturers '
inventorie s .  Th ey th en placed a cap on incom e to m unicipalitie s  from  intangible taxe s , utility franch is e  taxe s ,
and inventory re im burs em ents . Th is  cap on utility franch is e  taxe s  expired in FY19 9 4-9 5; h ow ever, grow th  h as
been m inim al w ith out annexation.  Intangible taxe s  h as been repealed by th e General Ass em bly and replaced
w ith  an annual appropriation.  Both  th e  intangible tax and inventory re im burs em ents  are  subject annually to th e
w h im s  of th e General Ass em bly for funding.

Th e  City directly controls only property taxe s , us er fe e s  and ch arge s , privilege licens e s , and th e  W ater and
Sew er Fund contribution.  Th e s e  four revenue s  are  th e  only ones th at City Council can increas e  or decreas e  at
w ill.  During FY19 9 7-9 8, th e s e  four source s  in th e General Fund accounted for 54% of th e  total revenue.  Th e
City lack s  control over all oth er revenue s .

Property taxe s  m ay be adjusted in tw o w ays. Th e  tax rate can be e ith er ch anged, and/or th e  as s e s s ed value of
th e  property can be raised or low ered.  Each  year, City Council s ets  th e  property tax rate as  part of adopting
th e  annual budget ordinance.

User fe e s  and ch arge s  for som e  s e rvice s  h ave been e stablis h ed to re im burs e  th e  City for all or part of th e  cost
for th at s e rvice .  City Council h as  absolute control over both  s e rvice s  for w h ich  to levy a fe e  and th e  am ount
of th e  fe e .

Privilege licens e s  are  controlled both  by th e  State and City Council.   A city m ay levy a privilege licens e  on
certain types of businesses and profe s s ions  as  e stablis h ed by State Statute s .  Th e  State also s ets  a m axim um
rate for som e bus ine s s e s  and profe s s ions .  M ost businesses, h ow ever, do not h ave a m axim um  licens e  rate  or
am ount.  City Council h as  th e  auth ority to s et a licens e  rate  and/or am ount for th e s e  bus ine s s e s .

Adm inistrative revenue is  th e  W ater and Sew er Fund's  contribution to th e  operations  of th e General Fund.  It
repre s ents  th e  W ater and Sew er Fund's  s h are  of expens e s  incurred in th e General Fund for such  th ings  as
w ater and sew er billing, financial adm inistration, fleet m anagem ent, purch as ing, personnel adm inistration,
legal, and general m anagem ent s e rvice s .  Th e  funding of th e  contribution is  a com ponent of th e  w ater and
s ew er rate s  s et by City Council and sh ould not exceed th e  actual costs  incurred in th e General Fund for th e
W ater and Sew er Fund's  operations .

In sum m ary, m ost City revenue s  can be ch aracterized as  inelastic w ith  no City control.  Th e  City controls only
property taxe s , us er fe e s  and ch arge s , privilege licens e s , and adm inistrative revenue.

REVENUE ASSUM PTIO NS FO R  FY19 9 8-9 9

General Fund R evenue
Taxes:

Property Taxes - R eal property is estim ated to increase by 2.75%, personal property by 5%, and
public s e rvice  property 3% over th e  19 9 7 as s e s s ed values .  Th is  e stim ated grow th  for real property
and public s e rvice  property is based on h istorical trend analysis  com bined w ith  new  construction
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e stim ate s .  Th e  projected grow th  in personal property is based on h istorical trend analysis .  A 3.4%
uncollectible rate w as  used.
Prior Year Property Taxes - Based on h istorical trends adjusted by th e  s ize  of th e  19 9 7 property tax
rece ivable balance projected as  of June 30, 19 9 8.
Interest on Delinquent Taxes - Based on h istorical trends.
Local O ption Sales Tax - Based on e stim ate s  provided by th e North  Carolina League of
M unicipalitie s  and last year's  sales data.
O th er Taxes - Based on h istorical trends.

Licenses and Perm its:
Privilege Licenses - Based on a projection of all currently licensed bus ine s s  in Salisbury at th e  current
licens e  rate s .
Franch ises - Based on h istorical trends for rece ipts  from  th e  cable televis ion com pany (see graph  on
page 1-8).

Intergovernm ental:
Federal - Based on anticipated and existing grants .  Th e  City w ill rece ive a grant to h elp to design a
replacem ent bridge .
State - Based on FY19 9 7-9 8 state s h ared rece ipts  plus anticipated state grants .  As m entioned in th e
previous  s ection, th e  City rece ive s  funding from  th e  State for intangible taxe s , utility franch is e  taxe s ,
and inventory re im burs em ents .  Th e  City also rece ive s  funding for stre et m aintenance th rough  th e
Pow ell Bill Fund, w h ich  is  allocated based on population and city-m aintained stre et m ileage.  No new
m ajor grants  from  th e  State are  anticipated.
Local - Based on h istorical trends and anticipated grants  (s e e  graph  on page 1-8).

Ch arges for Services:
Supportive Court Services - Based on h istorical trends.
Com m unity Services - Based on h istorical trends for fe e s  relating to developm ent and zoning.
Environm ental Protection - Based prim arily on existing us er ch arge s  for recycling and landfill tipping
fee s  and a new  fe e  for w aste  collection cost.
Culture and Recreation - Based on projected activitie s , participation, and fe e  levels.
Public Safety - Based on h istorical trends (see graph  on page 1-8).

M iscellaneous:
Interest Earned on Investm ents - Based on e stim ated cas h  balances during FY19 9 8-9 9  and estim ated
intere st rate s .
Insurance Proceeds - Based on h istorical trends.
Rentals and Sale of Property - Based on h istorical trends (see graph  on page 1-9 ).
O th er - Based on h istorical trends (see graph  on page 1-9 ) and estim ated revenue from  annexation
based on a favorable ruling from  th e  appeal of a law suit filed by a group of citizens .

Adm inistrative:
Interfund Revenues - Based on e stim ated expenditure s  for s e rvice s  provided by General Fund
departm ents  th at are  re im bursed by th e  W ater and Sew er Fund.  Th e s e  expenditure s  are  a sum  of th e
e stim ated percentage of tim e  each  General Fund departm ent expends on beh alf of th e  W ater and Sew er
Utility tim e s  th e departm ental budget.  Th is  transfer am ount is  calculated annually.

General Fund Capital Re serve Fund R evenue
M iscellaneous:

Interest Earned on Investm ents - Based on e stim ated cas h  balances during FY19 9 8-9 9  and estim ated
intere st rate s .
O th er - Based on h istorical trends.

O th er Financing Sources:
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O perating Transfer from  General Fund - Funding based on ve h icle and com puter replacem ent
sch edules  th at th e General Fund w ill place in re s e rve for future  ve h icle and com puter purch as e s .

W ater and Sew er Fund R evenue
O perating Revenues:

Ch arges for Services - Based on e stim ate s  us ing h istorical volum e s , trends, and revised rates based on
a com pre h ens ive rate  review  com pleted in M arch  19 9 8.

Nonoperating Revenues:
Interest Earned on Investm ents - Based on e stim ated cas h  balances during FY19 9 8-9 9  and estim ated
intere st rate s .
M iscellaneous R evenues - Based on h istorical trends.

W ater and Sew er Capital Re serve Fund R evenue
M iscellaneous:

Interest Earned on Investm ents - Based on e stim ated cas h  balances during FY19 9 8-9 9  and estim ated
intere st rate s .

O th er Financing Sources:
O perating Transfer from  W ater and Sew er Fund - Funding based on ve h icle and com puter
replacem ent sch edules  th at th e  W ater and Sew er Fund w ill place in re s e rve for future  ve h icle and
com puter purch as e s .

Transit Fund R evenue
O perating Revenues:

Ch arges for Services - Based on e stim ate s  us ing h istorical riders h ip and trends.

Nonoperating Revenues:
Intergovernm ental - Based on e stim ate s  provided by th e  State of North  Carolina.
M iscellaneous R evenues - Based on h istorical trends.

O th er Financing Sources:
Contributed Capital - Th e  am ount of funds  to be provided for purch as e  of capital item s .

O perating Transfer from  General Fund - Th e  am ount of subsidy th at th e General Fund w ill provide
th e  Trans it Fund during FY19 9 8-9 9 .

Entitlem ent (H UD) Fund R evenue
Intergovernm ental:

Federal - Based on an e stim ate provided by th e U.S. Departm ent of H ous ing and Urban Developm ent.

M iscellaneous:
Interest Earned on Investm ents - Based on e stim ated cas h  balances during FY19 9 8-9 9  and estim ated
intere st rate s .
O th er - Based on h istorical trends.

TREND M O NITO R ING

As noted previously, m any revenue s  are budgeted based on h istorical trends.  Trend m onitoring is  an e s s ential
elem ent in th e budgeting proce s s  for th e  City of Salisbury.  R evenue inform ation by line  item  is  available for
th e  current fiscal year along w ith  actual revenue s  for th e  past tw o fiscal years .  Th is  inform ation is  th en
evaluated based on past trends in conjunction w ith  current e stim ate s .



1 - 7

WARNING TREND:

Indicator #6 - Property Tax Revenues
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At th e  end of each  fiscal year, trend inform ation is  gath ered by using Financial Trend M onitoring System ,
w h ich  allow s th e  City to m onitor its  financial condition.  Th e  Financial Trend M onitoring System  is based on
financial, organizational, and environm ental factors  th at influence financial condition.  Th e  factors  are
translated into indicators , w h ich  th en are  converted into graph s .  Each  graph  h as  a w arning s ign th at can
nece s s itate appropriate  action from  th e  City.  Below  is  an exam ple of a trend th e  City m onitors .  As sh ow n,
th e  City h as  experienced a fluctuation in property tax revenue s  in th e  past few  years .  Th e  negative im pact
re sulting from  th e  State elim inating inventorie s  from  taxation is  graph ically repre s ented.
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O TH ER REVENUE TRENDS

Follow ing are  graph s depicting m ajor revenue source s  th at are based on h istorical trends.  Each  graph  h as  a
brief description of th at particular revenue source  along w ith  an analysis  of th e  trends.

Th e s e  revenue s  are based on gros s  revenue s
w ith in th e  City lim its  of th e  cable televis ion
com pany.  As revenue bas e  for th e  cable
com pany increas e s , so does th e  revenue
rece ived by th e  City.

Th e s e  revenue s  are  from  th e  Salisbury
H ous ing Auth ority.  Part of th e  revenue is
paym ent in lieu of taxe s  as  partial
com pensation for th e  property tax for w h ich
th e  agency is exem pt.  Th e  H ous ing Auth ority
also re im burs e s  th e  City for th e  personnel
costs  for police officers  w ork ing w ith in th e
H ous ing Auth ority.  In FY19 9 4-9 5 (FY9 5),
th e  H ous ing Auth ority h ad four officers .  But
due to cutback s  in th e  grant rece ipts , th e
H ous ing Auth ority h ad to decreas e  th e  level
of staffing to tw o officers  for th e  last s ix
m onth s  of FY19 9 5-9 6 (FY9 6).

Ch arge s  for s e rvice s  - public safety are
revenues derived from  police and fire
protection, and ch arge s  for radios  and pagers
to public agencie s  w ith in th e  area.
Th rough out th e  fiscal years , ch arge s  for radios
h ave been steadily increas ing, to
approxim ately $143,000 in FY19 9 8-9 9
(FY9 9 ).  In FY19 9 5-9 6 (FY9 6), th e  City
im plem ented a fe e  for perm its  and inspections
by th e  Fire  Departm ent.  Beginning in
FY19 9 6-9 7 (FY9 7), th e  Row an-Salisbury
Sch ool System  started paying for one -h alf th e
cost of a th ird Sch ool Re source  Officer as  th ey

h ave for th e  previous  officers  h ired.

Licenses &  Perm its - Franch ises
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Ch arges for Services - Public Safety
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For FY19 9 8-9 9  (FY9 9 ), th is  revenue category
is  evenly split betw e en rentals and sales  of
property.  Th rough out th e  past s everal years ,
sales  relating to th e  cem eterie s  h ave continued
to grow  as  fe e s  h ave been increased.  R ental
revenue, both  re s idential and com m ercial, from
th e  Plaza continue s  to increas e  w h ile th e
occupancy rate rem ains  in exce s s  of 9 5%.
O th er revenue source s  for th is  category include
sale of as s ets , sale of m aterials, s ign revenue,
and rental of H urley Park .  Th e  large increas e
in FY19 9 6-9 7 (FY9 7) w as  from  th e  sale of

property.

Th is  revenue is  subject to m uch  fluctuation
due to General Fund donations  and
m iscellaneous  revenue.  In FY19 9 4-9 5
(FY9 5), th e  City rece ived $9 5,9 00 as  a m atch
for a grant.  In FY19 9 5-9 6 (FY9 6), th e  City
rece ived $100,000 as  a donation for th e
Gre enw ay and anoth er $100,000 from
Norfolk  South ern Railroad for clos ing
cros s ings .

Click  h ere to m ove to th e next section

M iscellaneous - Rentals &  Sale of Property
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M iscellaneous - O th er
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http://www.ci.salisbury.nc.us/finance/budget/98_99/secton02.pdf

